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Chapter 5:  

The “DBSM” Luncheon: 
 

During the early part of September ‘87, Rudi was inundated with 

appointment requests from Investment Bankers and Broker houses.  

They were all looking to present their credentials and shake hands with 

the new SBS Treasurer in the hope of continuing past relationships.  

They all saw him as the new boy in a new job – perhaps he needed 

some hand holding and they all wanted to guide and advise.  It was 

patronising - his market creditability, reputation, and profile were all 

unknown in these circles.  It was if he had ‘pigeon’ stamped on his 

forehead.  

Brokers are the necessary evil within markets.  As each generation 

has come and gone, the integrity they bring to the marketplace is 

forever corruptible in its intent to draw the client business their way.  

They dwell on the fringes looking for opportunity and the new SBS 

Treasurer was fresh meat in their eyes.   

Their approach is professionally measured and has the appearance 

of being above reproach.  This is all a part of the entrapment process.  

Once the client becomes accustomed to the ‘extras’ offered, and taken, 

the road to corrupt deals is already open.   

Rudi had past experience and knew of this stench within the 

market - he had career experience and reason to be wary of all brokers.   

Without brokers, trade volumes across the globe would halve 

overnight.  Without brokers - investors would never be acting on the 

advice and turn their trades over 3-4 times a day, or even a week.  Price 

volatility would also reduce to levels where traders would have no 

margin to operate in.  Honestly what Rudi could tell about brokers would 

fill a book on its own.  

  Back to this current flood of broker calls, Rudi feigned his 

ignorance and accepted this avalanche of broker requests and cold calls.  

He acknowledged his fixed interest experience was weak - and whilst 

the broker market was something to be wary of, they could still be 

useful in many ways.  He actually preferred to use brokers in most of his 

dealing.  It kept the dealer against dealer conversations out of the 

trade.   

In past employs, there were relationships with many different 

broker houses.  In fact - he had worked for two broker houses during 

that period.  

Juggling more than two or three brokers for the same business 

was about the limit.  With lunches and the inevitable after hour’s 

activities, the brokers would compete with eachother for more of the 

clients business.  Each trying to outdo the other with expenditure, the 

uniqueness of their kickback services, and their entertainment options.   

Rudi knew this drill well as did all market traders.  This time he 

was on the opposite side of the equation.  He kidded to them during this 

sparing process and tried to keep them hungry and interested.     
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This induction period for Rudi was over within a week or so.  He 

picked his first choice counterparties he wanted to deal with.   

The use of brokers was to become more than business for Rudi 

over the coming months.  He played games with the information flow 

about his positions – all with the brokers so each of them really had no 

idea what was happening with the SBS portfolio.   

This mis-direction intent had come from experience and knowing 

that the broker gossip telegraph is the gospel within the market that 

everyone listens to.  The broker world is full of hardened operators who 

have skins like leather – they are conditioned to brush off’s and never 

let a knock-back get the better of them.   

Nobody knew it yet, not even Rudi - but over the next few months, 

the SBS would become the biggest whale any broker could hope to land.  

By the end of Mar ’88, the broker fees paid by the SBS to fixed interest, 

futures and bank bill brokers was a gravy train every broker wanted to 

be part of.  During that time, if you weren’t doing the SBS business as a 

broker, you were out of the loop.  The SBS    was on the frontside of 

every major market play that happened between Dec ’87 and Mar ’88.  

Such was the influence the SBS Treasury had on the Fixed Interest 

markets during that time.  Brokers showered Rudi with temptation – 

only a few were given the keys to play with the SBS Treasury.  The 

contempt of the brokers excluded from this ‘gravy ride’ was water off a 

ducks back to Rudi.  He knew it came with the territory.   

There was a place for brokers in every market.  You just had to 

know how to make them work to your advantage.  Spreading business 

around the brokers made for a busy lunch calendar every week.  The 

brokers had information, important and relevant information and they 

often had no idea of its true value.  Played the right way, the broker 

could tell you things that became very relevant without them ever 

knowing you were looking for it.  It was a two way street - the cat and 

mouse game to discover just who was doing what in the market was the 

game everybody played.  

Information is king in any market, the more private and market 

sensitive - the more important and more valuable.  The brokers were 

generally the keepers of that information through placement of orders 

by their clients.  The broker is only going to pass that information along 

to his best clients in any time-frame that matters.   

The trick is how to get the broker to let go of that information.  

This is always a two way street, and no broker is truly loyal.  They give 

you what you think to be an exclusive piece of information and as soon 

as their off the phone - they are ringing the next client with the same 

information looking for business.  Mis-information is the name of the 

game and novice dealers can be churned and burned by a broker before 

their career gets started.   

A number of traders who did not make it in the market end up as 

brokers.  These are the most dangerous brokers - their first love 

remains trading and they resent the traders they wanted to be - as such 

they are forever trying to burn the guys who burned them.   

You put this entire mental disturbance and revenge type 

motivation into the financial markets soup mix - the result is a very 

volatile and toxic marketplace.   

Everybody who is anybody in the market is aware of this loaded 

and primed environment.  Their trust is very hard to call, but you will 
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often find traders stick together, often when one leaves and goes to a 

new employ, his trusted mates follow.  The human resources 

departments and head-hunters seeking to fill employer requests, hardly 

scratch the surface in establishing how much baggage some of these 

applicants carry for job to job.  It is a burn out industry and the demons 

that lurk are barely hidden if anyone cared to look.   

In all honesty, Rudi had developed a preference to deal directly 

with brokers rather than market players.  It was a simple case of the 

market responding to reputations when dealing directly.  It became 

difficult getting any deal done with traders who responded to those 

reputations.   

The only thing the broker respected was the commission they 

earned from each client.  That ranked their clients directly to their 

commission targets.  When you understood this reality and the broker 

knew that you knew your value to his pay check - then and only then 

could any sort of relationship with a broker really work.  The broker 

knew he could be replaced at any time – he had to respect his client and 

that meant drawing a line – that line being where the broker was in the 

relationship between client and broker.  Once the broker respected that 

line – generally things worked out for all concerned. 

The SBS was at the bottom of the ladder of broker clients.  The 

current calls were expecting an easy ‘mark’ on the other end of the line.  

Rudi tread carefully during these early exchanges – trying to pick the 

young, hungry and uncorrupted broker as his target. 

One such outfit was Dominique Barry Samuel Montague (DBSM).  

They were both principal and broker when dealing in fixed interest 

securities.  Their broker function was to act as an intermediary between 

the professional market and the corporate clients wanting to buy and 

sell securities.  By reputation they impressed Rudi and he accepted their 

luncheon invitation.  They had past dealings with the SBS Treasury and 

Rudi wanted to learn more about where DBSM fitted into that picture.   

The lunch was at ‘HARPOONS HARRYS’ - a fresh seafood 

restaurant some 200 odd meters down a back alleyway from the SBS 

offices.  The SBS Treasury operated from the 23rd floor atop No. 1 

Oxford St. Darlinghurst.   

It was out well out of the mainstream market hub of Sydney - and 

takes a good 20-25 minute brisk walk across Hyde Park - or a good 10-

15 min cab ride from downtown Pitt St.   

Arrangements for a 12:30 lunch were made and predictably, DBSM 

showed up 20 minutes late because of the traffic snarls.  Introductions 

were made and apologies for their lateness offered and accepted.  Rudi 

had not met either of the DBSM staffers before this lunch. 

This lunch was memorable mainly for its food.  This was Rudi’s first 

time at HARPOON HARRYS and there would be many more lunches at 

this venue over the next 6-8 months. The staff at the restaurant became 

very familiar with Rudi’s food choices and those of his regular lunch 

partners.   Many a long lunch meeting happened there during the 

planning and execution phase of the ‘master strategy’ that would 

develop over the next few months. 

At this luncheon Rudi introduced himself and abided by all the 

pleasantries required at such a first time meeting.  The DBSM staffers 

were both women, ‘one young, mid 20’s or so and the other mid 30’s’, 

Rudi mused.   
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They were easy on the eye, polite, and talkative.  The more senior 

staffer tried hard not to show her obvious contempt and seemed 

genuinely interested in the SBS and its new Treasurer.  The younger one 

was obviously a trainee and perhaps in awe of her more senior mentor.   

Rudi was lightly amused at the predictable course the 

conversations meandered through.  They had no idea who they were 

dealing with - nor who was being prepped as the ‘bait’ for what the 

future held. 

This was his very first lunch as a Corporate Treasurer and Rudi 

played along with their, ‘what can we do for you’ sales pitch.   

He had accepted this lunch with his own agenda in mind.  He knew 

exactly what it was that he wanted them to do for him.  They had no 

idea what was in store. 

Prior to the meeting he had completed extensive research on the 

firms that SBS dealt with prior to Rudi joining them.  He measured that 

against those who sold SBS the ill-liquid securities that were now sitting 

in the SBS portfolio.  His thoughts at the time were along the lines of - 

‘who best could accommodate him if he wanted to sell those securities?’   

DBSM were in the frame for this reason only.  

In the past, DBSM would have seen the SBS Treasury as a ‘lamb’ – 

a bit player who had no real idea where the real professional market 

price on securities lay.  This then allowed players like DBSM to sell and 

buy the ill-liquid securities at very advantageous prices to where they 

could immediately trade them in the professional market – this made 

DBSM a lot of money.   

Their understanding of what a ‘liquid’ portfolio was as ancient as 

the SBS Management’s view had been.  DBSM were not concerned about 

the ‘liquidity’ of a stock – they were just on-selling a security SBS 

wanted to buy – yield was what SBS were looking for and DBSM’s 

charter gave SBS what they wanted. The ‘liquidity’ issue was not their 

concern – dealing in these illiquid securities made the margins and 

spreads DBSM could extract much bigger than if SBS were dealing in 

liquid stocks.  DBSM were not about to roll over on what had been very 

lucrative business for them.   

DBSM was both a dealer and broker in the marketplace.  The 

‘broker’ component of their operation was their link between the 

professional market, and the second and third tier clients who dealt on 

the fringes of the professional market.  SBS was one of these.  This is 

the cutting edge between amateur hour and professional awareness of 

what ‘fair value’ or ‘market value’ really means when agreeing on a yield 

to deal at.   

When a broker buys you lunch, or tickets to a State of Origin 

match, a day at the races with credit betting vouchers, or some other 

inducement, most clients saw those perks as a reason to continue doing 

business with the broker.   

The ‘cash-in’ on those perks comes when the broker realises the 

perks are something the client is looking for.  He can then shave ‘pips’ 

and make 10-20 times the cost of providing those perks.  In the wash-

up, the client and their employer ended up paying for all the perks the 

broker offered through deal structures and yields dealt at.   
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Rudi had no qualm with these ‘perks’ - or brokers trying to make a 

living.  What he did have issues with was how they lured their client to 

take the bait and then hook themselves into the client’s career path.   

In fact, it was the DBSM’s and other brokers in the market that 

took advantage of the innocence’s like the past SBS Treasury personnel.  

The brokers would often boast about their ‘pigeon’ clients and how they 

sold dump stock and made a killing.    

The SBS had been one great big sink hole for all the brokers who 

had dealt with them in the past.  Rudi was not about to tell DBSM it was 

payback time, he was to become the hunter and DBSM were the prey 

being baited for future deals to suit the SBS purpose.    

The names of the parties representing DBSM are not important to 

this story.  They did not know Rudi or his background and this was to 

Rudi’s advantage.  The luncheon conversation proceeded along the lines 

of Rudi’s acknowledged inexperience in the fixed interest market, and 

how DBSM could best assist in that regard.  They presumed he needed 

some guidance to get a grip on the ‘SBS’s structural investment 

charter’, and how he was going to invest the portfolio.  They fed him the 

necessities of what DBSM had provided for the SBS in the past - and 

that they were more than happy to continue with the same style and 

extent of that service.  

They were paying for lunch, so they had some entitlement to lay 

their position out and up front.  In Rudi’s mindset, they were getting 

well ahead of themselves.  Rudi continued to play his part in this 

charade and let them hold the floor.    

During a break between meal courses, Rudi responded and 

thanked them for their time and what they were offering.  He gave them 

some general background about his career, and agreed that his fixed 

interest experience was ‘light on’.  Up to this point the DBSM staff would 

have felt in complete control of the conversation and the direction it was 

headed.  He then decided it was time to put his snake on the table and 

shake things up a bit. 

  Rudi made a statement in the same tone that he had been 

speaking in and said, ‘the Society and the Treasury function were 

considering a complete change of direction.’ 

He was looking for a reaction, an acknowledgement that they were 

really listening.  It was just a subtle throwing of a verbal hand grenade 

to see where people ran to hide and handle the situation.   

Both DBSM staff were well into their main courses at this point of 

the conversation.  Rudi can distinctly recall that upon hearing this 

statement, the senior trader put her knife and fork down and the trainee 

followed suit a few moments later.  At the same time they both reached 

for their wine glasses.  It was random, but the reaction was there.   

They both took a healthy gulp and there was a distinct pause in the 

conversation.   They resume eating their meal.  Rudi had paused 

deliberately – and after they had drank their wine and resumed eating 

he continued.   

He began to speak on how he saw the SBS Treasury in the future.  

The DBSM staffers were content to sit back and listen for the time being.  

He went on to explain that his perception of a Liquidity Portfolio was that 

it was supposed to be above all things - liquid.   
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The more senior staffer engaged and debated this insight – she 

began to speak about how yield had been the major concern for the SBS 

in their previous dealings.   She queried this new strategy in some sort 

of defensive response to their past dealings.   

Throughout the rest of the lunch she remained uncommitted to 

believing and accepting all the concepts being presenting.  She began 

playing broker when she saw how committed Rudi was to the new 

strategy, and then began to following the instincts all good brokers have 

-that is to let the client always think they are right.   

By the end of the meal - Rudi had laid out the proposed change in 

direction of the SBS Liquidity Portfolio investments.  It was presented as 

a strategy that he thought they would want to hear it.   

Finally as lunch moved to coffee, he presented the final touch of 

his proposal and what he wanted DBSM to do.  The next question was 

when he pulled the pin out of the grenade.  Their reaction and response 

would define their relationship from that point forward. 

The proposal summary put to DBSM was for them to consider what 

part they could play in the restructure of the SBS Liquids portfolio.   

Their interest refocused at this point.  In a more direct way, Rudi 

then asked clearly and directly how interested they were in purchasing 

back the obscure and illiquid securities they had sold to the SBS? 

Rudi thought it was a simply and fair request.   

It was the loaded question, and Rudi loaded it further.  He 

mentioned that he had looked into the spread against the benchmark 

stocks these securities had been sold to the SBS.  He then asked, if 

DBSM would be prepared to buy them back at the same spread? 

The grenade just went fully active and ticking as Rudi awaited their 

response. Their response would tell Rudi so much about DBSM and the 

staff sitting across from him. 

The senior staffer immediately became defensive.  The guilt was 

all over her face if one looked closely enough.  Rudi assured her that 

this was just a business deal as she continued to bluster away in 

response.  She was reassured by Rudi and becoming confident in 

turning it around and how she saw DBSM as the best people to assist 

with this restructure.  Her responses became more confident and within 

moments she had completely regained her composure.  The question of 

spread values had still not been answered.   

She began to talk about ways DBSM could help to divest the 

portfolio of the newly termed ‘illiquid’ securities.  By the end of the 

lunch, they were even calling the securities ‘dud’ without prompting 

from Rudi.  Rudi was smiling to himself at the luncheon’s success as he 

put the pin back in the grenade in his mindset view of what had just 

happened.   

It was his private little game.  There was no deal done on any 

fixed spread value, which would be a subjective matter for each 

individual stock.  DBSM knew they were on notice. 

They continued to talk further as lunch would up – it was positive 

and about what DBSM could do.  Having just loaded them with guilt, 

Rudi’s view was that they would work harder to help offload the 

securities he wanted to sell.  He explained that it would not all happen 

overnight,  Rudi had given himself about two months to do the cleanout 
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and had already earmarked all the securities that needed to be off-

loaded.  

The size of the portfolio when Rudi joined was $294 million.  The 

restructure involved about $250 million - this was not going to be an 

easy task.  Admittedly the yields on some of these securities were very 

good at current market levels.  They needed to be considering that you 

would search high and low in a ‘crisis’ market to find anyone who would 

even bid on them.   

By the end of the lunch, much had been accomplished from Rudi’s 

perspective.  DBSM confirmed their interest and were eager to help with 

the restructure.  Rudi was sure they were already calculating just how 

much their commissions would be on the back end of this deal.   The 

subtleties of what had just actually transpired were lost on both the 

DBSM staffers. 

They also came up with subtle suggestions that it would be in 

SBS’s best interests to keep such a large wholesale auction pretty close 

to the chest - so as to keep the dispersal agenda quite.  This was good 

advice - of course it was also self serving.  If they had not of made the 

offer as brokers, Rudi would have though much less of them.   

Both Rudi and the DBSM staffers walked away from that luncheon 

pleased with what each had achieved. Rudi was the only one who knew 

the whole picture and he had just given DBSM an overview of what they 

wanted to see.   

DBSM were far ahead of them selves calculating the commissions 

on a wholesale dispersal sale on $250 million of securities.  At some 

point, DBSM would become aware of Rudi’s ‘master strategy’ - then and 

only then would they realise what part they played in what was about to 

take place.   

To Rudi’s mindset - this is the service that brokers provide.  They 

are best at their job when they are hungriest and Rudi’s plan was to 

keep them all hungry for his business.    

Let the games begin was what Rudi was thinking as he walked the 

200 meters up Wentworth St. and the steep hill back to his Oxford St. 

office.   

He remembers that hill well and how after many heavy lunches, it 

would always suck the wind out of him and make him realise just how 

unfit he was becoming.   

He can also still remember and taste the food from that day.  He 

often licks his lips in a forlorn gesture to bring back the taste of some of 

the great food he ate there.  What a great restaurant, prawns the size of 

fish fillets, Queensland mud crabs, Tasmanian lobsters and stuffed 

calamari.  Some of the best seafood Rudi had ever tasted.  

 

 


